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Development Activity Highlights 
and Five-Year Forecast (2013-2017) 

 
 

I. PURPOSE 
 
The Development Activity Highlights and Five-Year Forecast (2013-2017) is a report issued 
annually by the Department of Planning, Building and Code Enforcement.  The report serves 
several functions.  First, the report assists the Office of the City Manager in estimating future 
construction-related tax revenues that generate funds for the City’s Capital Improvement 
Program.  Second, the report provides City policymakers and staff with key data for periodic 
assessment of the rate, type, and location of development activity in San Jose.  Lastly, the 
report is a tool for distributing information on major development projects to the general 
public. 
 
II. SUMMARY 
 
Development activity levels in San Jose have exhibited “fits and starts” over the past twelve 
to fifteen months, with construction highly concentrated not only in time, but also in type and 
location.  Specifically, market-rate rental housing and non-residential tenant improvements 
have seen a pronounced but sporadic resurgence in North San Jose and Downtown, while all 
else remains virtually dormant.  In other words, the construction industry, and as well the 
broader economy, is giving mixed signals about the future.  The current state of volatility and 
uncertainty is in sharp contrast to much of the past fifteen years, during which two distinct 
periods can be identified: (1) Technology Boom (1996-2003), an extremely robust era when 
annual construction valuation was generally in the $1.0 to $1.5 billion range (peaking at an 
astonishing $2.0 billion in 2000); and, (2) Housing Boom (2003-2008), a slower but steadier 
stretch when annual construction valuation was about $900 million, and strength in 
residential activity somewhat offset slack in non-residential activity.  Unfortunately, 
consideration of the various economic factors that have resulted in subdued development 
these past few years suggests more of the same—a flat-lining of activity at around $675 
million, roughly the lowest levels of development activity ever witnessed in San Jose.  The 
following summary discusses current development activity and trends for each major land 
use category (residential, commercial, and industrial), providing some insight as to what may 
occur over the forecast period (2013-2017). 
     
Residential Development 
 
 New housing production in San Jose exceeded 4,000 dwelling units per year during 

the late-1990’s, and then declined to an average of just over 3,000 units per year 
from 2001-2006.  Since that time, activity has dropped off sharply, to about half the 
prior pace, or an average of 1,500 units per year.  However, in fiscal year 2010/11, 
activity rebounded from the prior year’s all-time low, reaching a four-year high of 
2,208 units (slightly below the staff forecast of 2,500 units). 
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IV. CONSTRUCTION TAXES AND EXEMPTIONS 
 
The City of San Jose imposes a series of construction-related taxes that are generally 
used to finance the construction and improvement of facilities and infrastructure 
systems that provide capacity beyond the needs attributed to a particular development.  
These taxes are in addition to cost-recovery fees charged for processing and reviewing 
applications for development approvals and permits.  The largest construction-related 
tax revenue sources are described below. 
 
Building and Structure Construction Tax 
 
The Building and Structure Construction Tax is imposed upon the construction, repair, 
or improvement of any building or structure where a building permit is required (except 
for authorized exemptions- see below).  The proceeds from this tax are restricted in use 
to the provision of traffic capital improvements on major arterials and collectors, the 
acquisition of lands and interest in land, and the construction, reconstruction, 
replacement, widening, modification and alteration (but not maintenance) of City 
streets. 
 
Construction Excise Tax 
 
The Construction Excise Tax is imposed upon construction, alteration, repair, or 
improvement of any residential or commercial structure (except for authorized 
exemptions- see below).  The tax does not apply to industrial development.  This is a 
general purpose tax that may be used for any “usual current expenses” of the City.  The 
City Council has historically used the majority of these funds for traffic infrastructure 
improvements. 
 
Residential Construction Tax 
 
The Residential Construction Tax is imposed upon any construction of a one-family 
dwelling unit or multi-family units or any mobile home lot in the City.  This tax is 
collected and placed in a fund used to reimburse private entities that have constructed a 
portion of an arterial street that is wider than what is normally required in connection 
with residential development.  The funds are also used to construct median landscaping 
and other street improvements. 
 
Exemptions 
 
Certain construction-related tax exemptions are provided in San Jose.  These 
exemptions apply only in certain areas and/or to certain types of land uses, and are 
generally designed to accomplish one of the following objectives: 
 
1. Reduce the economic constraints involved in the development of housing 

in high risk areas and/or housing for very-low income households; 
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2. Implement a separately administered funding arrangement that finances 
infrastructure and public service needs in an area only with revenue generated 
by development in such area (e.g., Evergreen Specific Plan Area); and, 

3. Provide exemptions required by State or Federal law (e.g., hospitals, churches). 
 
Planning staff estimates that $100 million in construction valuation will be exempted 
each year over the forecast period, or approximately 15% of total valuation during this 
time (see Table 1 on page 4).   
 
V. MAJOR DEVELOPMENT ACTIVITY DATA 
 
Planning staff has collected a significant amount of data on development activity, 
which is the foundation for the five-year forecast contained in Section III of this report.  
These data focus on recent “major” projects with the highest likelihood to have the 
most significant impact on the forecast.  Major projects are defined as residential 
projects greater than 50 dwelling units, commercial projects greater than 25,000 square 
feet, and industrial projects greater than 75,000 square feet.  This data collection effort 
has identified over 26,000 dwelling units and approximately 14 million square feet of 
non-residential space submitted for Planning approval since January 1, 2007. 
 
The development activity data on the following pages is first divided into three major 
land use categories-- residential, commercial, and industrial.  Then, individual projects 
are divided into four subcategories based on project status— projects completed, 
projects under construction, approved projects (construction not yet commenced), and 
projects pending City approval. 
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VI. MAJOR DEVELOPMENT ACTIVITY MAPS (PLANNING AREAS) 
 
San Jose is divided into a total of fifteen (15) planning areas (see Figure 1, below).  The 
individual planning area maps that follow include projects in all status categories 
submitted since January 1, 2007.  These maps can be used in conjunction with the data 
contained in Section V of this report to allow closer analysis of the rate, type, and 
location of major development activity in the City. (Note: map exhibits are not 
provided for the Calero, Coyote, or San Felipe planning areas, as no major 
development activity occurred there and/or these areas are outside the City’s Urban 
Service Area and Urban Growth Boundary). 
 

Figure 1: San Jose Planning Areas 
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Almaden Planning Area
Major Development Activity

Residential Projects

1    Guadalupe Mines Housing

Total Dwelling Units=  89
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VII. APPENDIX:  SOURCES 
 
The Department of Planning, Building and Code Enforcement utilized a variety of 
information sources in the preparation of this report.  These sources are described 
below. 
  
Data Collection and Analysis 
 
The Department’s development project database was the primary initial resource for 
information on applications submitted to the City.  Spreadsheets and Geographic 
Information Systems (GIS) were also used to manage and display this empirical 
information in a more readily comprehended format.  Architectural drawings, aerial 
photographs, and fieldwork were also used to evaluate site-specific issues that could 
have affected the anticipated cost or timing of a project’s construction. 
 
Planning staff conducted and/or participated in a series of interviews/discussions with 
people with a variety of perspectives, including City staff processing development 
applications, developers or their representatives, and others working in the 
development industry or related fields, such as the City’s Housing Department and 
Office of Economic Development.  These discussions surfaced important information 
on specific development projects as well as provided a forum for review of the 
economic assumptions underlying the report’s five-year forecast. 
 
Review of Publications 
 
Planning staff consulted several publications that made an important contribution to the 
preparation of this report, including: the San Jose Business Journal, The Registry Real 
Estate Journal, the San Jose Mercury News, the Silicon Valley Leadership Group’s 
Projections 2011, Joint Venture Silicon Valley Network’s 2011 Index of Silicon Valley, 
the U.S. Census Bureau’s Census 2010, Marcus & Millichap’s Market Research 
Reports (periodic), and Cassidy Turley/CPS’s Market Newsletter (quarterly). 
 
 
 


	pp7-9.pdf
	Major Residential Activity


